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The "Small Farmer Credit: Profitability and Repayment" project was
originally structured so that the two project components, represented by
project numbers 1134.01 and 1134.02, would run concurrently for a three

~year ILOP beginning in September 1977. These two components have become

out of phase due to extenuating circumstances beyond the control of the
jcooperating institutions or the project managers as discussed under
~ section 13. As a result the component being implemented by Colorado State

University, 1134.02, was extended for one additional year>at no additional

cost through a specific amendment to Cooperative Agreement AID/ta-CA-3.
Therefore this PES represenﬁs a final evaluation for Oklahoma State

University and an annual evaluation for Colorado State University.
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Project No: 931-1134 Small Farmer Credit: pProfitability and Repayment
Sub agreements .0l Oklahoma State Mniversity
.02 Colorado State University

CoaG No: AID/ta-CA-1; BMA-2 Oklahoma State University

AID/ta-CA-3; BMA-6 Colorado State University

-13. Summary

A. Overview

This Project was approved and Cooperative Agreements drawn between

_AID/NSB/AGR/ESP and Oklahoma State rmniversity and Colorado State
‘University in September 1977. At that time, certain steps had previously

’

been taken by the AID project design team in locating the project sites
and cooperating host country institutions. After traveling to the
Philippines, at the request of USAID/P, discussions were held with the
Farm Systems Development Corporation [FSDC]. The design team (which
included the proposed university project coordinator) reached a tentative
agreement to locate one component of the total research effort in the
pPhilippines. Similarly, the design team (which included the proovosed
second university project coordinator) traveled to Honduras, at the
request of USAID/H, and held discussions with the Banco Nacional de
Formento at which time full agreement was reached regarding location of
the second research component in Honduras. However, after the project
funds were obligated to the two cooperating U.S. universities and initial
preparation was well underway the USAID/P informed AID/W of a change in
attitude of the FSDC regarding cooperation with the project. although
not elsewhere documented in the project files, the unofficial reason for
this change in attitude came about when the ¥SDC came to understand that
Dr. Ronald Tinnermeier of Colorado State Tniversity (CSU) would be
overall project coordinator and not in-country principal investigator.
After learning of this, FSDC suddenly lost interest in this project.

They were convinced that anyone other than Dr. Tinnermeier would be

- "secord rate”, which they were not interested in. Hence, the FSIC

definitively rejected the project. Therefore, in the Spring of 1978, CSU

. had to drop the plans made and search for another possible project site.

A Through Dr. Tinnermeier's professional affiliation with the international

finance/development community, CS7 was contacted through the
UsSaID/Nicaragua by officials of INVIERNO, a development finance
institution in Nicaragua. After traveling to Nicaragua, agreement was
reached by USAID/N, AID/W, and CSU to locate the research project within

- INVTERNO. Again, CSU proceeded to make substantive technical, logistical

and personnel arrangements. Unfortunately, during this period Nicaragua
was experiencing civil unrest associated with a change of government. 1In
November of 1978 the USAID/N informed AID/W to delay planning pending the
outcome of the coup d'etat. At this point, a full project management
comittee meeting was held (concurrent with a regularly scheduled annual
review) in Stillwater, Oklahoma. In attendance were representatives of
DSB/AGR/ESP, SER/CM/COD, CSU, OSU, INVIERNO. The decision was made to
continue making administrative arrangements to make the move to Nicaragua.

- 1f by January 15, 1979 no reduction in the political instability was

evident the project would cancel plans to locate in Nicaragua. On
January 15, 1979 it was fairly obvious that the Somosa regime in
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Nicaragua was facing an even more serious challenge. Security could not

‘be guaranteed for the project team and the decision was made by the AID

project manager to cancel out.

In early November of 1978, the USAID/Daminican Republic learned of the

-project and problems of initiating work in Nicaragua. The RDD, Eric
Shearer, made a call to the AID Project Manager in Washington requesting

that the principals involved visit the USATD in Santo Domingo for the
purpose of possibly locating the research in the Agricultural Bank of the

_Dominican Republic. Due to the high level of uncertainty regarding
" successful implementation within Nicaragua, Dr. Tinnermeier and Karen

Il

Wiese travelled to the Dominican Republic (DR) in late December, 1978 to
initiate discussions with the USATID and the host institution. Tentative
agreement was reached among all parties to locate in the DR if Nicaragua
became impossible. Contingency planning was begun by CSy. 1In late
Spring, 1979 Dr. Tinnermeier finalized a Memorandum of Understanding
between CSU and the Ag Bank. A plan of work was drawn and a principal
investigator was hired. 1In July, 1979 the principal investigator arrived
in the Dominican Republic, accompanied by a research assistant.

Mearwhile, all necessary planning was completed and a Principal
Investigator from Oklahoma State University (0OSU) arrived in Honduras, to
be joined later by a research-assistant, in July, 1978. Thereafter, work
progressed reasonably well on the Honduran component with only minor
problems associated with logistical support for the in-country research
team.

B. Technical Accomplishments
1. Bonduras

The research activities of the Oklahoma State University

* project team were designed in support of the following project objectives:

1) to improve the farm management information base;

2) to improve small farm loan policies of the BNF; and

3) to improve the admininstration of the small farm loan
portfolio of the BNF.

project activities were organized as follows:

I. Data Gathering and Processing
A. Loan Files
B. Parm Records
C. Enterprise Budgets
D. Prices

IT. Loan Administration
" A. Loan evaluation policies/procedures
B. . Client Classification
C. Development of rield Offices Manual

D. Experiment with Group Locans



P ITI. Training Programs

P . A) Farm Financial Analysis
P B) Investment Analysis

C) Farm Records

-The objectives in support of the project activities were stated as:

1) Improvement of Farm Management - through the generation of
specific enterprise budgets, implementation of a farm records keeping
system and by performing whole farm analysis.

: 2) Improve BNF credit administration - through revision of loan

L processing procedures, revision of loan evaluation criteria, reduction of
I .default rates and administrative costs experienced by the BNF.

| 3) Improve BNF institutional capacity to usefully implement and
maintain reforms suggested as a result of the applied research efforts -
through training of BNF employees.

At project conclusion (9/30/80) there had been no realization of reduced
default rates/or administrative costs. Further, whole farm analysis had
not been performed.

. The reader is referred to section 22 for special comments regarding
significant problems encountered and lessons learned during
implementation of this project component.

{ 2. Dominican Republic

§ The activities being done by Colorado State University in the

- Donimican Republic are directed toward the overall objective of
developing methodologies which credit institutions in LDCs can use to
carry out analysis which can improve credit policies and programs, ard
impact upon the repayment problem. The project includes three major

- activities as follows:

(1) The development of budget analysis and cost-effective
data collection methodologies;

(2) The analysis of collected data and utilization of the
results by the cooperating host-country institution: and

(3) The,dissemination of the developed methodologies and their
results within the host country and other developing ’
countries.

- The specific in-country work has centered around four major tasks: enter-
- prise budgets; farm record keeping: training of Bank personnel; and the

. institutionalization of the analytical capabilities. All four activities
| have been underway since August, 1979.

§ ‘ 14, Evaluation Methodology

The purpose of the evaluation was to measure the progress of the
. project and if appropriate to recommend adjustments to improve

implementation. Of particular importance was the objective of evaluating
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Oklahoma State University's accomplishﬁents since their portion of the

‘project has been completed. The evaluation of the component being done

by Colorado State University was simply a measurement of their progress
to date since their portion of the project has one more year of
existence. This evaluation reviewed the obligations and accomplishments

"of OSU. AID's project manager is satisified that OSU has fulfilled their
.obligations as agreed to in the cooperative agreement. The participators

in this annual Review included: Ralph Conley, AID/Honduras; Karen Wiese
and Ralph Hanson, ATD/AGR/RPP;:; Ken Nobe, Ron Tinnermeier, and Tom Dickey,

.Colorado State University; and Dan Badger, Loren Parks, Harry Mapp, Jim
Osborn, Odell wWalker, Dean Schreiner, Joe Williams, Frank Baker, Hugh

Rouk, Bill Abbott, and Charles Browning, Oklahoma State University. Kurt

' Rockman, former research assistant in Honduras, also participated.

15. External rFactors

Several major external factors had significant impact on the timing
and effectiveness of implementation of this project. The first external
factor which served as a constraint was the problem Colorado State
University had in lecating a usable setting and cooperating host
institution. Tnitially CSU was going to do their portion of the project
in the philippines but administrative problems arose forcing a new setting
to be selected. (See Summary page 1). The project was ready to go in
Nicaragua but the revolution there forced CSU to make another selection.
Finally the CSU component of the SFC project got underway in the Dominican
Republic in July, 1979. These constraints resulted in a delay in project
implementation of two-thirds of the original project life for the CSU
component of the project. As a result of this delay, the AID/ta-Ca-3
cooperative agreement of EBMA-6 with Colorado State University was ex-
tended for twelve months from September 30, 1980 to September 30, 1981
with no additional funding as evidenced by the Action Memorandum dated

" 6/19/79 and the signed PAF dated 7/5/79.

- Another external factor involved in the CSU/Dominican Republic portion of
¢ the SFC project is the political situation of the Agricultural Bank.

Currently the administration of the Agricultural Bank is very political
in content, that is, it is a tool of pPresident Guzman. As a result it
appears no real changes will occur in credit administration procedures
until the Agricultural Bank is depoliticized. This may be changing since
the appointment of a new Bank Administrator, Mario Caceres,, early this

" year but at this point it is still too early to tell how his appointment

will affect the proceedings of the Bank.

A third external factor involved in the SFC project was the reorgani-
zation of the Agricultural Development Bank in Honduras in May, 1980.

This sudden and severe reorganization by the Honduran government resulted
in a massive change over in personnel at the Bank. Most of the Bank's
management counterparts to the SFC project were purged. Many of the field
workers survived the purge but the result was that the functioning part of

* the Bank's management involved in this project was gone.
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Coopers and Lybrand, through a mission funded project, made specific
recommendations to the Honduran government on how to handle the
‘reorganization. Coopers and Lybrand recommended keeping the credit
component in the Bank but the Honduran decision-makers ignored those
recommendations and as a result many of the 0.S.U. trained personnel in
the Bank were no longer in a position of authority to institutionalize
- the credit work. The ultimate result of the reorganization of the Bank
.on the SFC project was that the research component was still accomplished
but the longer lasting, institutional affects were basically thwarted.

.16. Inputs

All inputs listed in the logical framework are accounted for and
* complete. Given this to be true, there are still some specific points
which need to be made.

(1) Given the fact that this is a research project and the
methodologies being developed were dependent upon cropping cycles,
and furthermore given natural problems inheritant in introducing
the new procedures into the management system of a large, complex
institution (operating in a heavily political enviromment) it is
determined that the time frame allowed for~completion of the proj-
ect was insufficient.

{2) In retrospect, it is also judged that the budgeting of
in-country project support functions was done too tightly so that
there wasn't enough money to fulfill the dissemination requirements
to AID users. Therefore, additional monies fram an independent
source will need to be budgeted for this purpose.

17. OQutputs
The outputs listed in the logical framework are as follows:

(1) Methodology for Budget Analysis;

(2) Development of cost-effective methods of collecting data;

(3) Increased knowledge of factors affecting small farmers'
ability and willingness to repay credit; and

(4) Analysis of impact of potential changes in credit program
design and improved policies related to small farmer credit.

" Qutputs one and two have been completed and progress is being made on the

other two outputs through the combined efforts of the Honduran and
Dominican Republic experiences. Although this is true, an important
point needs to be made here. The specific workplan for the work in
Honduras changed focus somewhat from the outputs listed in the logical
framework., The objectives stated in the workplan were threefold:

(1) to improve farm management:
(2) to.train BNF employees and other technicians; and
(3) to improve BNF credit administration.
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All three of these objectives have been fulfilled. As is evident, there

‘was a poor transition from the project paper to the project workplan.

The objectives achieved have been consistent with the workplan but
somewhat off-center from the project paper's outputs. The interpretation
of the project paper's outputs were much different than those stated in

"the plan of work. Therefore, the point of focus was never really on the
~outputs of the project paper but instead aimed at those objectives in the

workplan.

.18. Ppurpose

4

The purpose of this project is "to develop methodolegies which ATD
Missions and LDC's can use to carry out budget analysis and cost-effective
data collection for small farmer credit programs."

The discussion above indicates that in reality this purpose has
already been achieved through the work done in Honduras. A further
elaboration on the methodology is being done as a result of the work
being done in the Daminican Republic.

19. Goal

The stated goal is "to increase small farmers' incomes through
improved design of rural credit policies."™ 1It is felt that progress is
being made toward that goal, as indicated by the discussion above, even
though specific figures are not available to substantiate this belief.

20. Beneficiaries

The ultimate beneficiaries of the project will be small farmers of
developing countries who will have easier access to credit as a result of

" improved methodologies of dispersing the credit. The direct beneficiaries

are the small farmers in Honduras and the Dominican Republic and the

. corresponding personnel within the appropriate institutions involved, ie.
- the agricultural Banks in each country. This project will also increase

the knowledge base on data collection and farm record keeping in LICs and
thus benefit all professionals involved in small farmer credit.

21. Unplanned Effect

Not pertinent at this time.

22. Lessons Learned

A. There needs to be a thorough job of pre-project preparation on
the part of the design team. This project demonstrated a lack of
adequate pre-project preparation on the part of the AID/W design
team which resulted in several problems. The lack of a project
location for the Colorado State University portion of the
project caused significant delay and subseguently jeopardized
the research expectations of this project. This needs to be
analyzed in terms of the loss of real purchasing power due to
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the loss of time. One needs to look at the projected
expenditures vs. actual expenditures for 1977-8 and 1978-9 and
then take the difference to figure the loss of purchasing power
due to unexpected increases in inflation. This will illustrate
how much money was "lost" during the time when no substantive
work was being performed by CSU. Also, the agreement drawn
between ATD and CSU and CSI's internal budgeting and accounting
computerized procedures continued to allow for administrative
costs to be paid at a rate not commensurate with the actual
level of effort of the institution from September 30, 1977 to
July 1979. These are direct costs borne by all parties, which
are not related to any progress toward the objectives.

Problems arising from USAID not having or adhering to printed
mission policy regarding logistical support for contractors -
Verbal agreements should not be made by USAID staff due to the
rapid turn-over of AID personnel. One person's handshake is
meaningless once this person is gone.

Problems arising from the USAID induced pressure on contractors
to "cooperate" with various individuals and other contract
groups working in related subject matter areas. The
"contractors" under this project were suggesting that the TJSATD
should fill this role via their own relationships with their own
contract groups. If for professional reasons contractors need
to cooperate, they should be left to identify the needs, areas,
and extent of such a cooperation. This cooperation should be
determined by the objectives of the work being performed.

Problems arising from inadequate attention being paid to the
actual requirements of "research" projects by AID during the
design stage. The contractors [collaborating U.S. universities]
would like:

- more flexibility with the time period (beyond the
usual three years) to specifically allow for unantici-
pated delays in implementation and adeguate lead time;

- to be more involved in the identification of the host
country and host institution; and

- more line item flexibility of the budget for research
projects which have a fixed maximum,

Inadequate attention is paid to the Agency Planning Documents
(CDSS) during project design. In this regard, it may be
possible for DSB to fund pilot studies which will lead into
USAID funded activities in which the work initiated under the
pilot study is not significantly disrupted while AID gets its
funding expenditure, or lost altogether because of no AID

funding to expand the pilot work, if successful.



23‘

_8-1-

F. The collaborative - cooperati&e mode of "contracting" should

A.

B.

consider explicitly in the budget development the need to build
in specific line item funding to allow for inter-institutional
"cooperation® such as seminars, etc.

confinement of the scope of activities under an applied research
project is considered problematic for the project's principal
investigator. Expansion, or request/pressure for expansion, of
activities to be undertaken by the project team is a natural
condition (and should be expected and planned for) if working in
ILDCs given the obvious breadth of problems facing the
institution. The principal investigator is then faced with the
inherent constraints on time available to perform the work
necessary to accomplish project objectives while trying to be
responsive to real problems facing the host institution which
lie outside of the project design.

The experience of the project principals suggests that in

applied research projects one should confine project activities
to a small geographic area at first. This allows the project  *
team to work out the "bugs" of their approach on a small scale
before expanding to a regional or national scope.

Attachments:

Contractor Performance Evaluation Report, page 9.

Logical framework, page 10.
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